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SENATE
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January 11, 2007
8:00 am
Room 437

Chairman Gannon, Vice Chairman Heinrich, Senators Schroeder,
Hill, McGee, Corder, Siddoway, Stennett, and Kelly

None
(Please contact the committee secretary if there are questions regarding
attachments given by committee guests at 208-332-1330.)

Chairman Gannon called the meeting to order at 8 AM.

As this was the first meeting of the legislative session, Senator Gannon
welcomed the Agricultural Affairs Committee members, and the new
committee members. Connie Bosserman will serve as the new committee
secretary.

Chairman Gannon extended his welcome to Dr. Garth Taylor of the
University of Idaho; Mr. Frank Priestley, President, Idaho Farm Bureau;
Rick Keller, Executive Vice President/CEQO, Dennis Tanikuni, Kent Lauer,
Russ Hendricks, John Thompson, and Wally Butler, also of the Idaho
Farm Bureau.

Chairman Gannon discussed the overview of what can be expected in
the next ten years in regards to the field of agriculture. The things that are
already being seen on the horizon, such as two ethanol plants proposed
for Cassia County, have become a real concern for the cattlemen in
regards to the price of corn with the advent of the ethanol plants. Many
factors are starting to come into play. Agriculture is going to be a lot
different in ten years and we need to be looking down the road as a
committee.

Chairman Gannon proposed to the food producers that when the
commodity groups and associations come and talk, they talk about the
challenges they think the commodities will face in the next ten years. How
can we, as a legislature, help maximize the agriculture for Idaho? We
have done a lot to maximize the business community in Ada County.

Chairman Gannon opened up the conversation to the committee
members for comments. There were no comments from the committee
members.

Rich Garber, University of Idaho Director of Industry and Government,
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College of Agricultural and Life Sciences, introduced Dr. Garth Taylor of
the Agricultural Economics and Rural Sociology Department. Dr. Taylor
presented to the Committee a power point presentation of the financial
condition of agriculture in September of 2006. The JFAC committee
requested that the university share with the committee a picture of the
financial condition of agriculture in 2006 and take a look at 2007.

Forecast for 2006 (Calendar Year):
Cash Receipts
Farm Income

Outlook for 2007 (Calendar Year)

Dr. Taylor went through the table on the back of the tri-fold that shows in
detail the 2006 cash receipts:

Chairman Gannon asked if the beans were consumption or seed beans.
Dr. Taylor answered that they are dry edible beans. Onions are up 9%,
extremely volatile in terms of production as they go up and down in price,
and sugar beets, even though they were up 22% and broke new records
in production, they were still surpassed by hay. Greenhouse industry is
down about 2%.

See the Pie Chart of Cash Receipts in the attached tri-fold:

Milk and beef, which are well over half, 55%, of the total revenues of the
state of Idaho, come from the livestock. This is a dramatic shift of Idaho
agriculture. Milk and beef has taken over and caused a huge shift in all of
agriculture in the state of Idaho.

2006 is about 20% above the 40 year average. The 37 year low was in
1971. Agriculture is doing very well and breaking new records in size.
Our portfolio of crops is getting more narrow agricultural production in the
state, and it's also more tilted again towards the milk and the cattle. Milk
is getting close to a third.

Chairman Gannon asked Dr Taylor if that included the Holstein steers?
Dr. Taylor answered yes, it includes anything sold as beef.

Senator Kelly asked Dr. Taylor if he would be addressing why this is
happening? Farmers are getting larger and more specialized in order to
be sustainable. It reflects those two trends, but it also reflects the huge
comparative advantage that Idaho has in milk production.

Senator Stennett refers to Chairman Gannon’s question about the
Holstein calves. They will trade places three times in three different
orders by the time they’re sold. Is the value the same, Dr. Taylor?

Dr. Taylor said no, it reflects just the gross sale of cattle. We are losing
diversity in the state of Idaho. It also reflects that we have to specialize
and grow bigger. To be sustainable, it is now big business and big food.
It also reflects on the local economies. Not only is agriculture shifting in
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terms of what it is in Idaho, but all of the ancillary industries are shifting,
which creates a change in the structure of Idaho’s agriculture business
economy. Government payments are down about a quarter this year.
Emergency payments were virtually nothing last year. Conservation
payments stayed static but it's down dramatically from last year.

Chairman Gannon stated that the CREP program will change that
significantly. Dr. Taylor explained that in 2005, government payments
were about 17% of net farm income, and now it's down to about 14%.
Idaho is not on the government dole. It's not a state that grows crops,
garnering huge amounts of subsidy. In Idaho, we gather less than 1% of
the total farm payments in the US. In 2005, there was over a third of the
net farm income of farmers in the United States that were government
payments.

Senator Corder points out the indirect subsidies that are price supported
in the marketplace, rather than direct, and the correlation with the direct
payments. Dr. Taylor mentioned that these were just the direct payments.

Chairman Gannon mentioned that because corn is a subsidized crop,
the price is going up and up because of all the ethanol plants and the tax
credits that are going to those plants, and are not reflected in these
figures.

Senator Kelly mentioned that there are price supports that are not
reflected in these numbers. The support prices that are reflected are the
milk prices, when they dip below the support prices. Milk was caught with
very low prices this last year but some of them were not in the range and
are reflected here.

Chairman Gannon stated that our dairy industry doesn’t get much
subsidy in milk, it's mostly the small eastern New Jersey dairies and New
England.

Senator Corder sees the reduction of net income by 20% and a growth of
9% of gross receipts, but that's compounded and suggests that some of
the risk is associated with the lack of diversity. Hopefully, that issue will
be addressed. Dr. Taylor stated that is a problem, especially when all the
eggs are put in one basket. It may be one of the things seen in the future.

Dr. Taylor continues by saying that farm income are revenues minus
expenses, not just the gross, and is down 23%. On the revenue side,
livestock was weak, dairy sectors were strong from cash receipts and
crops, government payments off by over a third but on the expense side,
we will see a gap in energy prices. Also, farming inputs, labor and other
types of inputs are really escalating for farmers. It's a general
across-the-board escalation of prices. Energy drives a lot of that.

Chairman Gannon asked Dr. Taylor if the market is starting to reflect the
costs, in regards to farm labor, and the impacts of the tightening of
borders? Dr. Taylor stated that it may also reflect the impact of the
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shutdowns of beef processing plants in Hiram and the increase in labor
costs.

The next subject is the income volatility and stability of agriculture. We are
down over a quarter in 2006, 2005 was down by over a third, 2004 was up
by over 100%. When farmers experience such volatility, we really don’t
see that kind of a swing in the local economy. The bottom line; cash
receipts are up to a new record high, $4.5 Billion. We’ve dropped below a
billion dollars, down to $868 Million.

An outlook for 2007; beef may not break records again and again. We've
had some tremendous years but the prices are going to be fairly strong.
The cattle cycle has not started yet and farmers have not yet started
increasing herds again. The prices may not be as good for Idaho beef but
that is to be seen. What's really going to hurt is that ranchers are going to
have to ship their cattle and incur a tremendous expense, either down to
Hiram or into Oregon or Washington to have them slaughtered. The
bottom line is going to hurt the Idaho farmers just simply because of the
transportation costs, if nothing else.

Chairman Gannon asked if Dr. Taylor sees the possibility of another
plant coming in, now that the Tyson plant has closed? Dr. Taylor is hot
sure if that possibility will come about. He feels Senator Little may know
more about that than himself, but speculation is too difficult.

Senator Corder mentioned that one of the implications of not having a
slaughter house nearby is that all the cattle that were expected to be
shipped within the last 60 days have not been shipped. Actually, the
farmers may be keeping them and feeding them to a higher weight. There
may be some long term implications of that, that are hard to quantify. Dr.
Taylor said yes, and also in long terms, the farmers may shift exactly how
much they are feeding here. Farmers are really resourceful when it
comes to these things. ldaho can produce milk better than any state
outside of California. Idaho has cheap feed and great weather. We are
blessed with good weather and it reflects a huge comparative advantage
in ldaho. Prices are expected to be low in the next year. We will see
some high feed costs and the ethanol situation will reflect back into beef
and cattle bottom line. We are third in the nation in cheese production
and we’re a state to be reckoned with in terms of the dairy industry. |
hope the farm bill reflects that Idaho has prominence in milk production.

Potatoes; stable to up production, acres are up. In wheat production,
prices are going to be strong, lowest stock since the mid 90s. Plantings
came out yesterday. Cash receipts may be 10-15% higher than last year.

Barley; extremely important crop in Idaho. About 3/4 of the crop is now
malted barley. Production costs rose 7%, interest rates are stable and
may even go down next year. Higher pumping cost and higher labor
costs are on the horizon for 2007, and maybe for a great number of years.
High fertilizer costs and gas prices are $2.25 a gallon and might rise even
higher hurting bottom lines. Land costs are going up significantly. Water
issues in Idaho; it's just a matter of time before the CREP buys out ground
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water leases and will start to reflect back into these numbers again.

Senator Stennett asked Dr. Taylor what affect the factors have on a cash
basis? Dr. Taylor noteed that CREP is suppose to sign up 100,000 acres.
There is less than 13,000 that have been signed up. The lease rate was
not set by bargaining but on cash leases.

Chairman Gannon mentioned that the lack of enthusiasm for the CREP
program is centered around the supreme court, waiting to see what the
water decision will be because they are holding out. Dr. Taylor said that
eventually what this will do is affect the bottom line.

2007 Farm Bill. Idaho is the fourth largest dairy state in the nation.

Senator Corder asked if a mechanism existed to track the regional
viability of agriculture based on some of Dr. Taylor's energy conclusions?
Dr. Taylor stated they haven't done that yet. They have just reflected the
types of overall health.

Senator Schroeder asked Dr. Taylor, with respect to energy costs, have
there been any models on farm income that show the impact of those that
use bio-diesel, that they make themselves, or those that have installed
other energy sources? It would be great if we had by-products that could
be used. It is absolutely key, especially when farmers are making huge
long-term investment.

Senator Schroeder mentioned that he is from Moscow and, in the
Kendrick area, there are farmers that are pressing rapeseed and making
bio-diesel. Are they saving money, how much and what's the long term
prospect for them? Dr. Taylor said he wishes they had some good facts
and figures to give the committee.

Senator Schroeder wonders if the legislature would be proactive if they
would ask someone to collect that type of information. Dr. Taylor added
that the department should be looking at that.

Chairman Gannon: Follow-up question-should the Agriculture
Department at the University of Idaho be doing that, and if they are not,
what is keeping them from doing it?

Senator Schroeder stated there are a couple of significant things that
have happened. The biotechnology task force and some of the members
had directed the tech school to take the lead a couple of summers ago.
Also, the University of Idaho has funds for alternative fuels and it appears
that, based on the legislative intent expressed by that committee,
alternative fuels and the university are joined at the hip at the moment.

Senator Schroeder suggests this committee might consider directing a
formal letter from the chairman to the dean restating the issue and asking
if there are resources in place, or is assistance needed.

Senator Hill mentioned to Dr. Taylor that lending practices might guide a
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farmer’s decision to diversify or specialize by the ability of the lenders to
say yes to loan for some and not for others. The lenders have been
considering loaning on the cash flows of certain crops. If they are going
to lend on certain crops only, it could be a self-fulfilling prophecy. If their
market analysis doesn’t show these things, they have looked very hard at
this situation.

Chairman Gannon asked if there are any further questions from the
committee? There are no more questions and Chairman Gannon thanks
Dr. Taylor for coming and speaking to the committee.

Chairman Gannon announceed that the next presentation will be Kent
Lauer, Public Affairs Director of Idaho Farm Bureau Federation.

Mr. Lauer began by saying that the outlook for Idaho in the coming year
remains positive because of new opportunities. Particularly in regards to
bio-industries. Farmers will not only be producing food and fiber, they will
also be energy producers. Agriculture will thrive and adapt. The vast
majority of Idaho farms are family owned businesses. We encourage the
legislature and others to work on improving Idaho’s over-all business
climate. By focusing on the challenges that small business owners face;
costs of complying with regulations, higher taxes and fees, improving the
business climate, will also trigger economic development in rural
communities.

Next will be a brief overview of the current economic status of agriculture
in ldaho. Government figures rank Idaho agriculture fifth behind
manufacturing, transportation and public utilities, retail trade, finance, real
estate and government. ldaho agriculture accounts for nearly 1/3 of its
gross state product. Idaho eighth nationally in forest and lumber
production.

More than 18% of the jobs in Idaho are either on farms or dependent
upon farms. Idaho farmers paid $84 million in property taxes in 2005, $10
million in vehicle and license fees. There are about 11.7 million acres of
farmland. An average Idaho farm is 470 acres with an average market
value of $613,000. Farm families are having fewer children and the costs
make it very difficult for young farmers to begin their business. Large
farms account for a small share of the total number of farms, but they
make up a large share of farm sales.

Chairman Gannon asked if there are any statistics on large farms?
Mr. Lauer mentioned that when the statistics are calculated, small farms
are included.

Kent Lauer introduced the guests from the Idaho Farm Bureau: Russ
Hendricks, Political Affairs Manager, Jake Putnam, Information Division,
Steve Ritter, John Thompson, Rick Keller, Vice President, Wally Butler,
Public Affairs.

Russ Hendricks represents the Idaho Farm Bureau primarily on tax and
energy issues. Agriculture is an energy-intensive industry and insuring
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abundant supplies of energy at stable and competitive prices is vital to
the long term profitability of Idaho as well as many other industries. The
work that Senator Gannon and Senator Kelly have done in the interim
energy committee has been much appreciated.

Fuel and fertilizer prices have gone up more than 100% since 2004. In
2006, agriculture used more than 76 million gallons of diesel fuel here in
Idaho. Just a 10% reduction in the price of fuel would have saved
agriculture $23 million, which would have stayed in their pockets and
circulated the local economy. The increase in natural gas prices has
forced 45% of the domestic fertilizer production industry to shut down,
which has been replaced with less expensive imports. Unfortunately,
government policy is creating a supply squeeze for natural gas. Natural
gas has been the fuel of choice for more than 90% of the new electrical
generation to come on line in the last decade. A map reflects the five
electrical generation power plants that have been built as well as wind
facilities.

Chairman Gannon wonders if the five plants are peakers. Russ is only
familiar with the ones in this area and they are peaker plants.

As we continue to have further reliance on natural gas, our access is
being limited by environmental regulations. Hopefully, the legislature will
consider the ramifications of the increasing dependence on natural gas
into the future. Bio-fuel production is proving to be a welcome boom to
agriculture nationwide. The Farm Bureau members are anxious to
duplicate that same success by producing bio-fuels here in Idaho. It also
adds to the local fuel supply, reducing and stabilizing fuel prices for all
consumers, not just agriculture. A bio-fuel plant would contribute to the
local area in numerous ways. If Idaho is to capitalize on this up and
coming market, it must join the ranks of states who have enacted policies
to promote the production and use of bio-fuels locally. There are barriers
that we have to address before we can make significant progress in this
area.

Chairman Gannon remarked that the Magic Valley has two ethanol
plants that are actively being planned, but it’s all out-of-state money.
Russ Hendricks mentioned that corn production is not in excess in ldaho
like it is in other states. In fact, Idaho imports corn to supplement its own
feed. The exciting thing will be the discussion on cellulose ethanol.

Senator Kelly asked if the two plants being proposed in the Magic Valley
are large or small? Russ Hendricks comments that there have been a lot
of proposals but none built yet. The two most recent one is the Pacific
Ethanol plant that is capable of making 50 million gallons is in the Burley
area and the other one is in Hayburn, the old Simplot processing facility
being financed by Renova Energy, which will produce 20 million gallons.
These facilities are average sized.

The Farm Bureau members are very appreciative of property tax relief
created in the special session this last summer. It will be extremely
helpful in regards to the higher expenses energy prices have caused for
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our producers. Since the increased homeowner exemption was indexed
to the Idaho housing price index, that much appreciated tax relief will be
eroded each year as the homeowner exemption grows. This will shift
additional taxes to agriculture and other non-residential taxpayers. By our
calculations, this will shift an additional $2 million of property tax to
agriculture. Therefore, it could reduce the friendliness of the business
climate here in Idaho over time as that continues to happen. Immigration
reform continues to be a top priority for agriculture to insure long term
stable supplies of seasonal labor to produce and harvest many crops.
Last year, hundreds of thousand of dollars of fruit crops in the Treasure
Valley rotted in orchards as labor was not available to pick or package.
The legislature needs to be aware of how important an issue this is to the
continued viability of many segments of Idaho agriculture.

Senator Corder asked what the income tax paid by agriculture did over
this last year? He also wonders what the value of the agriculture land
exemption is from property tax? Russ Hendricks remarked that he
doesn’t know what the figures are, but would be happy to do some
checking.

Senator Schroeder asked with respect to orchard owners and the lack of
laborers, were there any owners that lost their operations? Russ
Hendricks explained that some of the owners, according to the Idaho
Statesman articles, did lose hundreds of thousands of dollars of product
because they couldn’t get the labor to pick it, but didn’t know of any
operations lost.

Senator Schroeder also asked if the Farm Bureau has a written position
on immigration policies for the US? Russ Hendricks answered yes, the
American Farm Bureau has a policy, and because labor is a national
issue, there is explicit policy in the American Farm Bureau policy book
and he would be happy to provide that information to the committee.

Senator Stennett reflects back to the statistics where the homeowners
tax exemption has increased and so has agriculture land values, so
presumably agriculture is paying a lot more in tax or maybe agriculture is
paying the same, based on the exemption? Russ Hendricks answers that
those calculations are very rough and, yes, the agriculture property taxes
will be going up because of that exemption.

Senator Stennett requested of Russ Hendricks that he would like to see
information as to what agriculture taxes are actually doing. According to
the Associated Taxpayers of Idaho, the average residential owner’s taxes
decreased by 12.8% and the average agricultural tax burden decreased
by 21.7%.

Kent Lauer continues by addressing how the state can enhance rural
communities and also discussed regulatory reform. Large business has
taken it's toll on small business in Idaho. Idaho’s rural heritage must be
maintained. As Idaho’s population increases and people move into rural
areas, the lifestyle can quickly disappear. To encourage the survival of
rural communities, the Idaho Farm Bureau recommends several actions:
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agricultural education implemented, recommend right-to-farm statutes to
allow farms to continue operating as the urban areas encroach; Idaho’s
rural communities receive their fair share of government budgets and
services; and programs to encourage economic development in rural
communities are supported. The state of Idaho needs to continue
investing in infrastructure improvements to meet the current needs to
meet the needs in the future. Transportation improvements are very
important. There are few short line railroads left in Idaho. The loss of
short line railroads puts more demand on trucks and highways. Rural
areas need to be prepared for a positive transition as the population
grows.

Kent Lauer suggests that complying with regulations is one of the largest
costs of doing business for ranchers and farmers, and he urges the
committee to look carefully at the regulations and analyze them to
consider their economic impact.

Chairman Gannon remarks that the committee hears this all the time.

He wonders if there are specific examples of regulations that may be
unrealistic or overburdening? Kent Lauer said that the regulations are not
unreasonable but they are costly and would ask that the committee take
that under consideration.

Senator Stennett asked that if the Farm Bureau had examples of
problem regulations, it would be most helpful to put them on the table.
That's what the committee’s function is, and they would like to help out in
that regard.

Senator Schroeder asked what the legislature could possibly do to make
up for the effects on local communities and local schools? Kent Lauer
said he doesn't have a clear answer but suggests that the legislature
needs to look at how the monies are contributed for schools and roads in
rural communities.

Senator Schroeder: Follow-up-Does the Farm Bureau has a position on
the availability of monies for rural communities? Kent Lauer remarked
that the Farm Bureaus in the northern part of the state would probably
come forward with a resolution and would want to be involved in that
decision-making.

Senator Corder reflected back on the question of tax policy and
appreciates the fact that the Farm Bureau comes and tells their story of
agriculture and how it should be here to stay. One of the frustrations is
that the Farm Bureau tends to be philosophical. The federal government
has failed to keep farmers on the ground. What can the committee do,
apart from tax policy, to achieve keeping agriculture viable in the state?
Let’s talk about how the legislature can achieve that goal apart from tax
policy; bring the committee some examples.

Chairman Gannon invites the Farm Bureau to produce some examples
of how the legislature can help agriculture and plan on visiting again with
the Senate Agricultural Affairs Committee.
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Russ Hendricks finisheed with the discussion of water trends. Crop
production cannot occur without irrigation in the southern portion of this
state. Idaho is one of the fastest growing states in the nation and without
additional storage, the demand for water will continue to mount. Potatoes
have a bright future in Idaho. Sugar beets are also under a co-op
arrangement, but the sugar industry should remain stable into the future.

Chairman Gannon mentioned that Monsanto maintains that if there is
acceptance of “Round-Up ready” sugar beets, it could change the course
of sugar beets. Russ Hendricks agrees that there are many farmers very
anxious to be able to grow sugar beets.

Russ Hendricks continued by stating that the expanding ethanol industry
nationwide has increased demand for corn, and additionally has helped lift
prices on all grains across the board. Wheat has also helped out as well
as other grain prices to moderate significantly over the next couple of
years. The forest products industry has worked through some challenges,
demand is strong for materials, and the housing market has cooled off.
Transportation is going to remain a big challenge for Idaho. Freight rates
are 180% here to move commodities compared to Midwest prices. Rail
transportation is needed and short lines will help maintain that
competition. Livestock prices have been very good over the last three
years. This is offset by higher grain prices and cattle producers are
having to pay increased transportation costs. It will continue to be an
ongoing challenge for that industry.

Senator Stennett agreed that transportation costs won't change soon,
but is there something the legislature can do to make it better? Russ
Hendricks mentions that there are facilities sitting idle and will be happy to
sit down and discuss that in more detail.

Russ Hendricks continues with statistics about the dairy industry by
saying it is pushing to the eastern part of the Magic Valley and permits for
eleven 10,000 head dairies that are going to be built in the near future.
That will be a 20% increase in the dairy industry if that goes forward.

Chairman Gannon mentions that there will be a need for more cheese
plants to absorb this growth. Russ Hendricks agrees that because of this
continued expansion, there will be additional processors in Idaho to utilize
that milk, and of course bring additional jobs to the rural areas. One of
the challenges is manure and how best to manage it. New technologies
are constantly being brought forward that are providing solid solutions to
that issue.

Russ Hendricks continued about the bio-industries. He refers to a graphic
that shows a refinery in Mead Nebraska, E3 Bio-Fuels. It shows a
continuous cycle of an innovative way to manage manure and it gives
excellent ideas of how we can deal with these issues here in Idaho.
Several bio-fuel facilities have been proposed for Idaho. At this point,
only one, Blue Sky Bio-Diesel, is producing ten million gallons per year
which is 1.5% of our annual diesel fuel consumption. Idaho is also a good
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candidate for the emerging field of cellulosic fuels and bio-refining.  This
would create an entirely new market and provide farmers with an
additional revenue stream, while reducing our dependence on oil.

In conclusion, bio-technology will continue to revolutionize the way we
think about agriculture into the future. The bottom line; agriculture can
play an increasing role in Idaho’s economy as it expands into the future if
we continue to provide a supportive and business-friendly atmosphere.

Senator Stennett remarked that this is the closed loop system we have
talked about for ten years. We have ample numbers of cows and why
aren't we doing it? Russ Hendricks agrees that this plan has been talked
about for years, and that the hold-up is technology. Now that the
technology has caught up, we have what the industry is looking for.

Senator Schroeder asked if the Farm Bureau can create a list of their
proposed water storage sights?

Chairman Gannon thanked the Idaho Farm Bureau for coming and
announceed that the Senate Agricultural Affairs Committee will have a
Joint Senate and House Agriculture and Resources Committee
January 12, 2007, to discuss the elk situation and also announces that
Tuesday, January 16, 2007 Senate Agricultural Affairs Committee will
have the annual briefing from the Idaho Department of Agriculture. The
Rules books will be available as soon as they are distributed to Chairman
Gannon. If there is anything that the members would like to see come
before the committee, please present the ideas to the Chairman and if
there are no other questions from the committee members, the committee
is adjourned.

Senator Tom Gannon Connie Bosserman
Chairman Secretary
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JOINT SENATE AND HOUSE
AGRICULTURAL AFFAIRS COMMITTEES
RESOURCE AND ENVIRONMENT COMMITTEE
RESOURCES AND CONSERVATION COMMITTEE

January 12, 2007
9:00 am
Gold Room

Chairmen Gannon, Schroeder, Trail, and Stevenson,

Vice Chairs Heinrich, Andrus, and Wood

Senators McGee, Corder, Hill, Siddoway, Stennett, and Kelly

Senators Cameron,Little, Coiner, and Langhorst

Representatives Lake, Bolz, Shirley, Patrick, Pence, Chavez,
Durst, Bell, Barrett, Moyle, Eskridge, Raybould, Bedke,
Shepherd, Brackett, and Vander Woude

Vice Chair Pearce, Senators Cameron and Andreason
(Please contact committee secretary with any questions regarding
attachments given out by committee guests at 208-332-1330)

Chairman Gannon called the meeting to order at 9 am.

Senator Gannon brought the meeting to order and welcomed the Joint
Senate and House Committee members and guests and noted that it is
difficult to determine if there is a quorum present. Chairman Gannon
determined that as long as all four committee chairs are present a quorum
is present.

Chairman Gannon opened the meeting by commenting that the
respective chairs were discussing what they had anticipated this session
would be with regards to the domestic Cervidae issue. The four chairs
agreed that they needed to start with a briefing from the ldaho Department
of Fish and Game, with regards to the escaped elk situation that happened
over the summer. While this is a rather unusual grouping, | think that this
setting is appropriate. | would remind everyone today that this is a briefing.
There will be no public testimony. Because of the logistics of the room, |
am going to ask everyone in the audience to turn their chairs around
because the presentation will be on the back wall. | would also encourage
you to hold your questions until the end because it's going to be hard to do
the operation that we normally work under. With that, | would ask my
fellow chairmen if they have any comments before we get started. If not,
then | will have everyone turn around and face to the back.
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Chairman Gannon started this morning’s briefing by introducing Mr. John
Chatburn, Deputy Administrator for the Division of Animal Industries for the
Idaho Department of Agriculture. John, you have the stage.

John Chatburn: Thank you, Mr. Chairmen, and members of the various
committees. | have put together for today a chronology of the domestic
Cervidae program. The first entry that we found in our files was 1991 when
a herd of fallow deer was imported from Montana to Idaho. They were
determined to be infected with Tuberculosis (TB). They were depopulated
by the Idaho Department of Agriculture and the Department of Fish and
Game in a joint disease control effort. In 1995, the legislature approved
the first domestic Cervidae rules under the Department of Agriculture’s
authority. These rules included provisions for disease testing on imported
Cervidae and licensing of domestic Cervidae farms. In 2000 mandatory
Chronic Wasting Disease (CWD) testing and importation requirements
were added.

In 2001, the legislature authorized the Department of Agriculture to issue
civil penalties. Later that year, we issued our first civil penalty to a hunting
ranch located in Madison County Idaho. In 2001, also, there was a CWD
trace out that revealed 37 domestic Cervidae had been previously
imported to Idaho from Colorado and had potentially been exposed on a
farm in Colorado. ldaho Department of Agriculture quarantined the farm in
Salmon, depopulated all 37 animals imported from Colorado and collected
samples for CWD testing. There were no positive samples tested. In
2002, the legislature amended the domestic Cervidae law to eliminate the
provision that allowed ISDA to access each day of an ongoing violation as
a separate violation. The actual violation accessed a civil penalty of
$60,000. In the early 2000s, we began breaking into separate rule
chapters. In 2002, we published rules governing domestic Cervidae as a
separate rule chapter.

At that point in time, the requirement to license domestic Cervidae farms
was removed from that rule. The Attorney General, in his review,
determined that the Department of Agriculture did not have the specific
statute authority to license domestic Cervidae farms, so that requirement
was removed from the rules. During the 2003 session, the department
proposed a bill that required permitting domestic Cervidae farms. That bill
was not passed by the legislature.

In 2006, numerous elk escaped from a domestic Cervidae farm in eastern
Idaho. On August 14, the elk escape was reported to the Department of
Agriculture by a neighbor. We immediately contacted the owner of the elk
farm to determine if he was trying to recover the elk. He said he was
unaware of the escape. On August 15, 2006, our inspectors went out,
found an area where the outside fence had been breached and where it
had been repaired. During the month of August, and into early September,
the owner reported to us that he was making progress on retrieving the
escaped elk.
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September 7, 2006, Governor Risch signed an executive order directing
the Departments of Fish and Game and Agriculture to destroy as many of
the escaped elk as possible. September 9, 2006, both departments, in a
concerted effort, carried out that executive order.

Chairman Gannon asked if the committee had any questions for
Mr. Chatburn.

Senator Schroeder: The event that lead to this situation was that the
fence was breached. Could you characterize how the fence was
breached, the reasons why the fence was breached and whether this type
of breach would become an ongoing problem on elk ranches?

Mr. Chatburn responded by saying the fence was breached at a point
where two rows of fencing were spliced together. There had been reports
that a bear chased the elk and there were other speculations that the elk
were pushing on the fence. Over the ten years that the Department of
Agriculture has been in charge of the domestic Cervidae program, this was
the first elk escape that has been documented where the fence was
breached. Usually the escape is through an unsecured gate or something
like that.

Senator Schroeder: Follow-up question: How would you characterize the
topography, soft soil, rocky, flat, ravine? Mr. Chatburn characterized the
area as northeastern Fremont County, some trees, fairly flat area.

Representative Barrett made a remark about the splice: Mr. Chatburn
responded by saying the fencing traditionally used on elk farms comes in
330 ft rolls, the same fencing we use to purchase with our federal grant
money. The owner had patched the breach in the fence by the time our
investigators arrived on August 15, so it was impossible to determine any
potential outside human activity in regards to the breach.

Representative Barrett: | am wondering how the fence was fixed, also
can you explain the rules for Red Deer Genetic (RDG) testing on page 10
of the rules under Genetics? Mr. Chatburn replied that the owner of the
animal was presented with all three options, and he chose to have the
animal destroyed.

Representative Trail: Regarding page 11 of Requirements: Is there any
inspection carried out by the Department if farmers have met these
requirements or any other type of procedures? Mr. Chatburn answered
yes, each farm is inspected annually to see if it is in compliance with the
rules. If there is an escape, we would go back out and re-inspect the
facility to determine if there was an escape.

Representative Shirley: Are there any specifications for size of ranch
required to sustain a certain number of elk? Mr. Chatburn answered no,
domestic Cervidae are considered livestock. The Department of
Agriculture does not have regulations for square footage in feedlots, or
pasture for cattle or horses, here in the Treasure Valley. It is the owner’s
responsibility to provide supplemental feed.
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Representative Shirley: If the owner does not take the responsibility to
have the square footage to take care of livestock, what happens?

Mr. Chatburn replied that the department could put together an animal care
case if there was an instance where the animal cruelty laws needed to be
addressed and animals could be seized if necessary.

Representative King: How often do you test for Brucellosis?

Mr. Chatburn responded by saying all domestic Cervidae that are imported
into the state of Idaho have to be tested negative on two tests or come
from a certified Brucellosis free farm. There are samples collected at
slaughter, unless the owner is trying to create a certified Brucellosis-free
herd. Then there is a set of tests that are required for that certification.

TB is also tested for at change of ownership and a gross exam done at
slaughter.

Representative King: Follow-up question: Is there a test for parasites on
an annual basis? Mr. Chatburn responded by saying the disease control
program on domestic Cervidae is the same as for all other livestock.
Unless there is a new provision, those tests do not include annual tests.
The regulated diseases are TB, CWD, Brucellosis, however, import
requirements call for no imports from east of the 100th meridian.

Senator Langhorst refered to the last slide in the presentation: Are you
able to fill in the statistics in such as “status unknown” or “retrieved by
owner” about other elk escapes? Mr. Chatburn responded by saying that
since the Department of Agriculture started the domestic Cervidae
program, there have been 221 animal escapes that have been reported,
including the most recent escapes.

Senator Langhorst: On a previous slide, you mentioned a bill in 2003 in
which the legislature declined the opportunity to create a licensing process.
Was that the only provision in that bill or were there other provisions in that
bill”? Mr. Chatburn said that there were several other provisions in that bill
and some of those provisions have been enacted by the legislature in
subsequent bills. We issue permits for domestic Cervidae farms.

Senator Langhorst: Follow-up question: Was that bill the one that
extended open range law to escaped Cervidae and did it also create a new
classification for deer, moose and domestic Cervidae or are those different
bills? Mr. Chatburn mentioned that those were other bills that were put
forward by the domestic Cervidae industry. This bill was brought forward
by the Department of Agriculture.

Representative Bedke: Would licensing or permitting have prevented this
escape or prevent future escapes? How much weight was given to private
property rights by those that were involved in taking care of this problem? |
believe the animals, whether they be inside or outside, are considered
private property. Mr. Chatburn answered by saying the Departments of
Agriculture and Fish and Game followed Governor Risch’s executive order
to the best of their ability and will leave any legal determination to an
attorney. He does not think licensing or permitting would prevent any
escapes.
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Representative Trail: Is there any requirement for double fencing and if
so, would it increase security? Mr. Chatburn is not aware of the fencing
requirements in any other states. If there were double fences, there would
be a redundancy in the containment.

Senator Stennett: The Rules state that the owners should contact the
state department within 24 hours of an escape. How can you tell how long
the fence may have been down? Mr. Chatburn stated that the owner did
not contact the department and was not aware that the elk were out but
said he would address the situation immediately. We sent out two
livestock investigators and by the time they got there, the fence had been
fixed.

Senator Stennett: What would the penalty be if the owner did not notify
the department? Mr. Chatburn stated that failure to notify the department
carried a maximum civil penalty per violation of $5000.

Senator Schroeder: In the areas where we have domestic elk ranches,
can the animals on the outside of the fence be nose to nose with those
inside the fence? Mr. Chatburn confirmed that there could be disease
transmission with nose to nose contact. The department is always
concerned with disease transmission, that's what we do. We've never had
CWD, we've never had TB, other than the deer herd that was imported and
TB positive, but was depopulated, so other than that there has been no
evidence of TB.

Chairman Gannon: Because of time, the Chairman will call on one more
guestion and then the Department of Fish and Game will proceed and
then, further questions as time allows.

Representative Wood: How common or likely is it that wild elk will get into
these operations? Mr. Chatburn said that depending upon the location and
topography, wild Cervidae could be in the enclosure when gates are
closed.

Chairman Gannon: Thank you, John, I'm sure you will be back many
times. At this time | would like to call on Jim Unsworth, the Bureau Chief
for Wildlife for the Department of Fish and Game.

Mr. Unsworth: In the wild elk population, there are about 125,000 elk
statewide and about 100,000 hunters annually. The hunters produce
about $170 million annually to Idaho’s economy. There are about 78
domestic farms. The number of farms has increased the last decade and
the Department’s involvement has become more common. The main issue
is disease, but most can be minimized with adequate rules, regulation and
enforcement.

The biggest issue is animals being trapped in fenced surroundings. The
acreage of these farms is not large, but we do not feel that sportsmen’s
dollars should be used for management of domestic animals. The final
issue is the idea of “fair chase” and public support for hunting. That's the
social question that everyone will be struggling with.
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The commission came up with policies that will be relayed to the
Legislature and they are: 1) minimize disease and genetic risk, 2) not
recognize shooting animals behind high fences as hunting, 3) principles of
fair chase for wild game, and 4) spending sportsmen’s dollars on domestic
Cervidae issues.

Representative Wood: The legislature doesn’t spend sportsmen’s dollars
on domestic issues; it's the Department of Agriculture that spends the
money. Mr. Unsworth commented that the commission pays their
conservation officers to clear out wild animals, work with the departments
to control the fences and pays people to implement the Governor’s orders.
The Commission does spend sportsmen’s money.

Representative Wood: If we're saying that we don’t want a domestic herd
to be classified as hunting and there should be an open hunt, what about
farmers that want to have herds on their own property? It seems to be a bit
unfair for hunters to go across private property . Isn't this about free
enterprise? Mr. Unsworth answered by saying that the Commission does
not consider the shooting of domestic elk behind high fences under the
definition of hunting.

Chairman Gannon stated, with regards to hunting pheasants that have
been raised in captivity and released and other such game, would the
Commission consider that hunting or fishing, since they have not been
raised in the wild, and possibly have lost their survival instincts?

Mr. Unsworth commented that the commission has not considered these
issues yet.

Senator Schroeder: This year, Cervidae bills will be going through the
Senate Agricultural Committee. What we need to determine is if the courts
or the state of Idaho determines that it is a takings, then what will be the
effects of closing farms down and effect in money terms? Also, there
seems to be an issue of genetics and large antlers. What is the impact
when red deer genes are introduced into a herd? These are some
guestions we need answers to as we move on in this committee.

Senator Corder: Mr. Unsworth, the Fish and Game Commission doesn’t
think hundreds of dollars should be spent on these types of operations. |
can appreciate that, so would the Fish and Game Commission be willing to
concede all responsibility and activity for game farms to the Idaho
Department of Agriculture? Mr. Unsworth responded by saying that the
commission now, according to the rules and statutes, has very limited
involvement which is inspecting fences that have wild animals inside.

Senator Corder: So, if we could remove that responsibility, then that
objection of the commission should go away? We would make inspecting
fences the Department of Agriculture’s job. Mr. Unsworth stated that as
long as the commission can fulfill it's mission, which is preserving and
protecting the wild animals of the state, there wouldn’t be an issue.

Representative Trail: Jim (Unsworth), | received a question from a
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constituent. This individual wonders if the position taken on the “fair
chase” concept might not be in conflict with the Americans for Disabilities
Act. Are there some operations that cater to hunters who are disabled?
Mr. Unsworth said he does appreciate those folks’ desires to have these
opportunities and we have worked with some of the disabled folks to allow
them to kill turkeys. These opportunities are available inside and outside
of fences.

Representative Bedke: In your opinion, are there shortcomings in the
statutes and rules as presently constituted, and what are those that would
keep you and your agency from accomplishing your point? Mr. Chatburn
remarked, Mr. Chairman, | believe that the Department of Agriculture feels
that additional meat to their rules would help them enforce them.

Representative Bedke: | ask, from the Department of Fish and Game’s
perspective, what are the shortcomings? Mr. Unsworth answered that their
issues are with the diseases and the genetics. Unless we can assure no
contact, there would always be some risk, whether it be huge or small, that
has to be determined. The hunting and “fair chase” needs to be socially
decided. Fencing or siting of these farms where there is low potential for
contact with wild animals would certainly help.

Representative Bedke: Do you feel the rules and statutes are secure
enough to alleviate your concerns with regards to disease and genetic
intermingling? Mr. Unsworth said no.

Representative Bedke: So, will the agency be bringing some suggestions
as to which statutes and rules need to be beefed up? Mr. Unsworth replied
we will work with the Department of Agriculture and provide our opinion to
them, yes, and, whether they will bring legislation, | don’t know.

Senator McGee: Do we have a dollar amount as to how much money has
been spent trying to prevent Brucellosis by the departments and the
Cattlemen’s Association? Mr. Chatburn responded by saying he did not
have that number off the top of his head.

Representative Durst:: Follow-up: In regards to the wild elk being caught
within the domestic Cervidae operation, do you feel that disease will be
spread as a result of that containment? Mr. Chatburn responded by saying
if the wild elk were inside, and there were a disease issue, and they were
able to breach the fence by going under or over, they could also sneak out.

Representative Durst: The way | picture it is while these fences were
being built, because this is located in a natural habitat, there could have
been wild animals contained and, therefore, not be able to escape, which
of course then creates a co-mingling of the domestic and wild Cervidae.

Representative Wood: I'm trying to understand, and it seems like it's a bit
of a reach that the departments can say that it has been established that
disease is the problem in the domestic Cervidae. Am | correct?

Mr. Unsworth answered by saying he believes that there has not been a
disease problem recently. The primary regulated diseases have not shown
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up in domestic Cervidae. They do have other diseases and parasites, but it
would depend upon the individual producer’s herd health plan, which would
give an indication whether or not there might be other diseases.

Senator Little: Jim, as far as the parasite, the fact that the wild herd
moves all the time and might not get reinfected, and because the domestic
elk feed off the same meadow all the time can bring the reinfection rate up.
Those that migrate have the chance of not becoming infected over again.
Mr. Unsworth said that the concern is animals coming from another state
and infecting the herd with something that we've never seen before.

Senator Corder: Ultimately, every animal kept domestically is tested for
CWD, Brucellosis and TB, so what percentage of the elk in Idaho are
tested for the regulated diseases? Mr. Chatburn replied the percentage is
very small, about 1%.

Chairman Gannon: Well, Senator Schroeder just passed me a note and |
have to agree with him, the hearings have begun! With that in mind, the
reason why the four of us requested to meet here today is to get a
snapshot of the situation as it relates to the escaped elk. Now, | want to
ask if anyone has any questions as it relates to the particular situation as it
existed on the farm where the elk escaped?

Representative Wood: Had not the Governor required you to go out and
execute the plan, would you have extended any assistance at all?

Mr. Chatburn answered yes, we would do whatever we could to help our
sister agency with the problem.

Senator Langhorst: Jim, your mention of the cost in 2006, that was for
wild animals contained when fences were put up. What's the figure in
dollars for activities surrounding this event? Mr. Chatburn replied that the
cost included the round-up.

Senator Langhorst: Did you get any communication from the neighbor?
Mr. Chatburn said that the only communication they received from the
neighbor was when the neighbor got tired of seeing the elk eating in her
hayfield. She didn't give any indication that she had contacted the owner
prior to contacting the department.

Chairman Gannon: Well, it's certainly going to get interesting. Jim, John,

| certainly want to thank you for your presentations today. We look forward
to your participation as we walk through this process. Representative
Trail and | are going to start hearings on various R.S.s and proposed
legislation early in February. | would encourage if you have proposed
legislation, that you do two things: 1) get it in early and 2) make it realistic.
Now, do my fellow Chairs have any comments before we close?

Representative Trail: Thank you, Mr. Chairman, for allowing us to
participate with you.

Representative Stevenson: Mr. Chairman, | know we will be working
together on this and we will need realism in terms of what will be proposed,

SENATE AGRICULTURAL AFFAIRS
January 12, 2007 - Minutes - Page 8



and it is important that we turn them in early.

Senator Schroeder: | just want to thank everyone for coming today and
the House and Senate committees and the public for being here.

Senator Gannon: | want to thank the secretaries and pages for handling
my unusual request of four committees meeting at the same time. | look
forward to other meetings that are conducted as professionally as this
meeting was today, and with that we are adjourned.

Senator Tom Gannon Connie Bosserman
Chairman Secretary

SENATE AGRICULTURAL AFFAIRS
January 12, 2007 - Minutes - Page 9



MINUTES

SENATE AGRICULTURAL AFFAIRS COMMITTEE

DATE: January 16, 2007

TIME: 8:00 a.m.

PLACE: Room 437

MEMBERS PRESENT: Chairman Gannon, Vice Chairman Heinrich, Senators Schroeder,
McGee, Corder, Hill, Siddoway, Stennett and Kelly

MEMBERS ABSENT/ (Please contact committee secretary with any questions regarding

EXCUSED: attachments given out by committee guests at 208-332-1330)

MINUTES: Chairman Gannon called the meeting to order at 8:00 A.M.

Celia Gould, Director, Idaho Department of Agriculture, opened the
meeting by introducing individuals speaking on these issues: Brucellosis,
Domestic Cervidae, Potato Cyst Nematode, Eurasian Water Milfoil, Off-
Label Pesticide Application on Onions, Market Development, the CREP
program, and the budget.

Dr. Greg Ledbetter Spoke on Brucellosis and the impact it has in Idaho.

Chairman Gannon: Are there federal dollars that go into research for
Brucellosis and the testing of these animals costing ranchers time as well
as money? Dr. Ledbetter answered yes.

Senator Kelly: Does the department monitor the domestic Cervidae as
well as the wild Cervidae? Dr. Ledbetter answered yes, the department
monitors Brucellosis within both domestic and wild Cervidae at slaughter.
Domestic Cervidae are to be booster vaccinated.

Senator McGee: How are dollars spent within the Idaho Department of
Animal Industries? Dr. Ledbetter responded by saying that the
Department uses their budget dollars, along with the Department of Fish
and Game, to study modified behaviors by using three approaches: 1)
ranchers, 2) game and 3) findings from the Department of Agriculture.
The Department also has three requirements for Brucellosis testing in the
rules: 1) to update the rules on a regular basis for dealer-buyer stations,
2) testing should show one year of negative results and 3) results for tests
should be completed and sent to the Department. If these requirements
are not fulfilled, farmers will have to resubmit their application to be
deemed Brucellosis-free to regain their classification.

Senator Schroeder: It's understood that Brucellosis in wild elk seems to
be on the rise. Do you think that there is the possibility, through the
Department'’s efforts, that wild and domestic herds can become
Brucellosis free? Do you think the Department has the ability and
knowledge to rid Idaho elk of the disease completely? Dr. Ledbetter
responded by saying that total elimination is probably not possible, but if
winter feedings of wild elk stopped, then as wild elk migrate, the possibility
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of it would become less and less.

Chairman Gannon asked the Committee if there were any questions and
there were none.

Mr. Chatburn gave a short presentation of the domestic elk escape issue
on the Chief Joseph Elk Ranch in eastern Idaho.

Chairman Gannon asked if there are any questions from the Committee?

Senator Corder: Are the domestic elk on these farms tagged in any way
so that, if they escape, the owners will know which elk belong to them?
Mr. Chatburn responded by saying that all domestic elk should have ear
tags. Those that escaped should have had ear tags or they may not have
been visible to those trying to round up the escaped elk.

Senator Stennett: What is the Department’s protocol if there is a violation
for tagging elk incorrectly? Mr. Chatburn said there were notices of
violation sent to the owner of the elk farm. In the case of the past
violations, annual verification of the identification has been required.

Senator Stennett: How do you check for the possibility of those elk being
suspect of the red deer gene, and how can we have the assurance that
elk are RDG free? Mr. Chatburn said that all tests for RDG are sent to the
only lab available in North America which is in Canada. There is another
lab in New Zealand, but the results are not as accurate as the one in
Canada. The lab in Canada was sent three samples of blood proteins
and out of the three samples sent, two were negative and one was
suspect of RDG. Because we don’t have a lot of information on RDG, the
Department takes a conservative approach and treats it like a disease. If
domestic elk are shown to have RDG, they will be destroyed, removed
from the state or neutered.

Senator Stennett: Who is tracking the results of RDG in the domestic elk
population? Mr. Chatburn stated that the Department of Fish and Game
require animals that are registered to be tested on a regular basis and
those results are sent to the Idaho Department of Agriculture.

Senator Kelly: Did the animals that were destroyed meet the
department’s standards when tested? Mr. Chatburn said that the state of
Idaho does not have meat quality testing any longer. The United States
Department of Agriculture does all the meat quality testing.

Senator Schroeder: If the domestic elk and the wild elk touch nose to
nose, is there a chance of passing on TB or any other disease? Does the
Department have any policy to prevent this type of transference of
disease? Mr. Chatburn said that the Department has no proof or results
that disease can be passed from nose to nose contact. Domestic elk and
cattle are vaccinated against such diseases as TB.

Chairman Gannon: Thank you Mr. Chatburn. If there are no other
questions we will move onto our next speaker, Mike Cooper.

SENATE AGRICULTURAL AFFAIRS
January 16, 2007 - Minutes - Page 2



Mr. Cooper gave a short overview by explaining that the Potato Cyst
Nematode (PCN) attacks the roots of an infested field. The cyst is spread
by cultivation. It is essential that public and private entities work together
to determine the extent of the infestation and to prevent further spreading
of the cyst. The USDA, working with the states, will conduct a national
survey to determine the extent of the infestation in the US. Since the
initial find of PCN in Idaho in 2006, 30,000 soil samples have been
examined. The cyst has been isolated to seven fields in southeastern
Idaho. All other samples have been determined not to contain PCN.

Chairman Gannon: Are there any questions from the committee?

Senator Corder: Have you been able to collect test samples from every
potato farm in Idaho? Mr. Cooper commented that most have been tested
but some growers do not want testing done on their properties.

Chairman Gannon: The detection methods have become so much more
advanced now. How do you handle owners that are so reluctant?

Mr. Cooper explained that in some instances, search warrants were
necessary, and as the testing was done, there were video tapes taken
while the samples were taken.

Senator Heinrich: How long can the cyst live in the soil? Mr. Cooper
explained that the PCN can live in the soil for about 25 years, but crop
rotation helps to alleviate the spread and the growth.

Chairman Gannon: Thank you, are there any questions? If not, we will
move onto our next speaker.

Mr. Voile gave a short overview of the Eurasian Water Milfoil (EWM)
problem in Idaho. There is a need for research efforts to develop
management techniques for eradication of EWM. Because of the receipt
of significant funding for the Water milfoil eradication from the Idaho
Legislature in 2006, it was imperative that rapid actions by the ISDA are
taken to develop an aquatic weed eradication effort. The program was a
monumental effort of agency action and interagency cooperation and was
an overall success in meeting its objectives. A statute to establish the
ISDA as the lead agency responsible is needed. An earmarked source of
funding needs to be identified that will allocate funds to a trust fund.

Senator Corder: What are the Department’s plans to establish strategies
to manage the terrestrial components of the EWM? Mr. Voile responded
by saying that threats from the terrestrial components add to the need for
early detection. An annual operational plan is in the works and early
detection is imperative if weed control is to be successful.

Senator Schroeder: How are we going to address the problem with levy
ponds being infected with illegal plants? A bill will need to be drawn up so
the ldaho Department of Agriculture will add the Parrot Flower to the list of
illegal aquatic plants in Idaho. Mr. Voile said yes, Parrot Flower and Milk
Oil need to be added to the eradication list in Ada County. The issues
with irrigation ditches were not addressed last year but should be added
this year.
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Senator Gannon: Who is selling and buying these plants? Mr. Voile said
it appears that illegal plants that come in fresh water species, or as
imported plants, to people that buy products in aquarium supply stores.
They dump into the water system not knowing the impact. We need a law
passed that will prohibit these sites from selling the plants.

Senator Gannon: If there are no more questions, we will now hear from
Fred Rios.

The Treasure Valley and Malheur County in Oregon produce more
storage onions than any other growing region in the United States. Idaho
production accounted for nearly 21,400 acres in 2005. Farmers produced
over a half billion pounds of onions from this area and we rank third in the
nation, just behind Washington and Oregon. In 2006, the EPA
investigators were taking samples of onion fields for the use of Furadan.
Packer-shippers in Idaho put in place a testing protocol that says they will
run a sample from an onion lot to verify the presence or absence of this
chemical. There were no samples taken, that exceeded the level for
violation.

Chairman Gannon: Why are some farmers using Furadan on onions?
Mr. Rios answered by saying some growers take the chance and use
Furadan because it works so well on their crops.

Senator Hill: Why would the farmers risk the quality of their crops when
they know there may be a penalty, if found in samples? Mr. Rios
remarked that it takes a while for the bug to die and other pesticides don't
work as well as Furadan. The percentages of farmers not using Furadan
are 80% to 20% of those who choose to use it. To use Furadan, a farmer
must be a licensed pesticide dealer. A licensed pesticide dealer is a
farmer who distributes any restricted-use pesticide (RUP) or general use
pesticide except those exempted in Section 22-3406, Idaho Code, or any
pesticide whose uses or distributions are further restricted by the director
by rule.

Chairman Gannon: Thank you. Are there any questions?

Laura Johnson spoke about the new USDA food pyramid and how it has
been transformed into the “My Idaho” food pyramid with Idaho products.
Idaho is also a part of the Agriculture Transportation Coalition, and to
work on how to get products to market. There is a workshop every year,
and on February 20, 2007, ISDA will attend this workshop just prior to the
Agriculture Summit that will be devoted strictly to transportation. ISDA
has formed an advisory board on agricultural transportation and has had
its first meeting in December of 2006. ISDA is hoping to identify some
possible solutions to what is a very complex issue.

As agriculture is historically the producer of food, feed and fiber, it can
also be the producer of food, feed, fiber and fuel. ISDA has been involved
with supporting the 25 x 25 initiative, which is to help secure 25% of our
energy from renewable fuels by the year 2025.

Chairman Gannon asked the committee if there were any questions.
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Chuck Pentzer, with the Soil Conservation Commission, gave an

overview of the Conservation Reserve Enhancement Program (CREP).
The project was approved in May of 2006 and contracts started in October
of 2006. The goal of the program is to retire up to 100,000 acres of
irrigated crop land for fifteen years, set aside as a voluntary reduction
from groundwater use. These acres are planted to native grassland
habitats to enhance the wildlife for that period of time.

The CREP program is different because it's a CRP. It is enhanced with
state contributions. The state has agreed to contribute at least 20% of the
overall program costs. Part of that includes providing $3 million for a one
time signing incentive payment to the growers. The Department of Water
Resources works to verify the ground water rights to insure that those are
accurate. We also have three people from the Soil Conservation Program
to develop conservation plans with the growers.

There is also another $5 million set aside to retire water rights. The total
overall costs estimated for this project, state and federal, is $253 million
over the next fifteen years.

Chairman Gannon: I've heard that people in Mountain Home got
knocked out because of the change in erosion standards or something
like that?

Mr. Pentzer answered by saying that is part of the program criteria that
farm service agencies have with the CRP program. To be eligible, the
ground must be in a highly erodible land status. Exclusions to that would
be Jerome, Gooding, and Lincoln Counties because they were a higher
priority area so you could have a non-highly erodible ground. There may
have been some interpretations that those folks may not have had.

Chairman Gannon: Why was Elmore County not the same priority as
Jerome? For the CRP program, it's the same thing as a higher priority
area because they wanted to reduce the ground water usage specifically
in those immediate counties to get better results.

Chairman Gannon: I've also heard that there is some speculation that
they may be holding back to see what happens in the Supreme Court to
see if they’re going to have any water, and the ruling might create a real
stampede. Are you close enough to make that observation?

Mr. Pentzer answered no, we work out of the Jerome office and we are
prepared for just about anything that might come our direction. We have
seen a humber of folks who have withdrawn their application because
each month that goes by is one less rental payment received. Some folks
are considering putting in another crop and deferring their contract for six
months. If they have an offer, they are still protected under whatever
ruling may happen.

Senator Corder: It's my understanding that there were 10,000 acres that
may qualify for the CRP program in ElImore County. The acres that
ultimately qualified are less than 1,000. What were those changes that
prevented the possibility of achieving, in Idaho, what we would like to
achieve with CREP? Mr. Pentzer answered that he thinks what might be

SENATE AGRICULTURAL AFFAIRS
January 16, 2007 - Minutes - Page 5



happening is added criteria to qualify for the CREP program. The land
must be watered from ground water sources. That has to be verified from
the water rights reports and other criteria. The ground must have been
watered with its intended beneficial use within the last two years. Many
folks may have not watered for five or six years and then may have
started watering that ground which threw them out of the eligibility for the
program.

Senator Stennett: That is a question that we would like you to address,
so if the committee needs to write a letter, or whatever we need to do to
try and work this out. It's my understanding that once the Supreme Court
rules, the water rights would be subject to curtailment, or if someone has
an application on your desk, prior to the Supreme Court ruling, are they
protected from that curtailment order? Mr. Pentzer said yes, as long as
there is an application somewhere in the process, they will be protected.

Senator Heinrich: Is there any cooperation with Fish and Game so that
these acres that are being reserved are being improved to the highest and
best use for our wildlife? Mr. Pentzer answered yes, we are working
closely with Fish and Game and they are working with FSA and
Pheasants Forever, as well. We work with any producer with a contract
offer more than 50 acres in size to see if they're interested.

Chairman Gannon: You say Water Resources is making the eligibility
determination? Mr. Pentzer responded by saying yes, from the water
rights perspective of eligibility.

Senator Stennett: What's the typical cutoff priority date for water rights?
Does an older water right have a more superior opportunity to get CREP
versus a more recent water right? Mr. Pentzer said by the time we get to
the end of the program, we do have a prioritization process in place.

Senator Schroeder: Chuck, how many acres are we going to get into this
program? Mr. Pentzer responded by saying this year, we're not sure how
many we will be able to get. We are hopeful to get in about 50,000 acres.
But, if the court order comes in and speeds things up, we might be filled
up with requests by the end of this year. | might add that this program
only runs for this year, because of the end of the 1985 farm bill. If we
don’t get our maximum this year, we are hopeful that it can be
reauthorized in the next farm bill.

Senator Siddoway: Can you tell me if there are any counties restricted
from participating in the CREP program because they already had too
much land whose proposals were rejected? Mr. Pentzer said yes, there
were two counties, Bonneville and Bannock. There are a lot of folks that
would like to enroll in the CREP program but they can’t because of that
very reason.

Chairman Gannon: Thank you very much. Next is Kelly Nielsen.

Kelly Nielsen explains that the Department of Agriculture manages more
than sixty programs. We manage more than thirty funds in our
department within nine different divisions. According to the budget
breakdown, 23% comes from general funds, 60% from dedicated and
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17% from federal. Our use of federal funds has gone up significantly in
the last eight years.

The budget enhancements that have been recommended by the governor
are Water Milfoil $4 Million. Noxious Weed projects $6 Million, planned
industries $1 Million, Agriculture in the Classroom program, secondary
containment and state vehicles.

Senator Stennett: The committee certainly recognizes the need for
money within the state weed control program, but its going to get almost
four times the money this year. What is it going to? Mr. Nielsen replies
that because he is the person that tracks the funds, he has the staffing
ability to allocate it very quickly, but Mr. Voile can do a better job of
answering that question. Mr. Boyle responds by saying that there are
several options. There is a significant ability to expand current programs.
For example, weed management programs have been expanded, and
they look forward to long term funding, which has always been coveted by
the weed control districts across the state, so that we won't be as
susceptible to annual fluctuations of federal funding.

Chairman Gannon: | will now turn the Chair over to the Vice Chairman.
As traditional, when someone comes before a committee for Senate
confirmation, the Senator from that person’s district becomes the floor
sponsor.

Chairman Gannon: Today, it is my honor and privilege to present to this
committee the Governor’s appointment of Celia Gould to be the Director
of the Idaho Department of Agriculture. | have known Celia for a number
of years and she comes from a family that has been around the Buhl area
for three generations and very well respected. | think the thing that is
most impressive is the resume. You should have a copy of it in front of
you. | will just make one statement which typifies the type if person Celia
is; upon graduation from high school, Celia requested, as a graduation
gift, a set of Idaho code. That just shows how dedicated she is. Another
distinguishing relationship, that our families have had, is that my father
was of the other political persuasion. At the Thanksgiving table, this
makes for some interesting conversation between my father and me, but
Celia and my dad had this running banter between them. He did put a
banner on his lawn for her, and on that note | will present to you, Celia
Gould.

Thank you Mr. Chairman and members of the committee. | apologize,
because | come from across the rotunda, I’'m not familiar with the
confirmation process in the Senate. | probably should have done my
homework a little better and prepared some remarks. You have already
been bombarded with so many things from the department that | thought
you might not mind if my presentation is short and simple. All of these
people looking to me for direction are seeing a person from rural Idaho. |
thought, at the last minute, | needed family here so | called my son, J.D.,
and said | need you to come to the hearing. He is interested in agriculture
but he also understands he can’t do the things the way my grandfather did
things. That's what we are going through and that’s what all of agriculture
is going through. All | want to say is that this Department will be prepared
for the next generation of agriculture in Idaho. | am very proud to be given
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the charge of directing that organization. And, just as if | were putting on
my old legislator hat again, | ask for your support. | will yield for
guestions.

Senator McGee: Senator Corder and | have sat on the Idaho Preferred
Board and, as we compete more and more against other states and other
countries, the need for marketing efforts is increasing. What do you think
about Idaho Preferred and would you consider making it a priority as a
director? Ms. Gould responded by saying Idaho Preferred, and other
marketing programs, is a high priority. We have to balance in the
Department of Agriculture between regulation and promotion. We can’t
neglect one side for the other so it's full steam ahead for both sides as we
head down that path.

Senator Corder: Ms. Gould, you said there were two focuses; regulation
and promotion. There was a time when the Department of Agriculture
was about those two things. Over the last two years another element has
entered that scene, education. The interaction between the department
and agriculture has been extraordinary and beneficial. They have taken
the approach that rather than walk out there with a regulatory hammer,
they walk out with their education hat on and begin to teach people the
right way. They don’t come with the regulations first or promotion first, but
to educate. I'm hopeful that is your focus.

Ms. Gould responded by saying | guess the reason | left that out is
because | consider education part of the regulation piece. Education first,
and, as a last resort, we regulate. | believe in giving everyone the
opportunity to comply and let them know what it is that we are asking of
them.

Senator Kelly: We have been, for a number of years, struggling with how
to regulate the elk farming industry in Idaho. It seems to have come to a
head and has gotten a lot of public attention this year. One of my
frustrations, as a legislator, is the reluctance of the Department of
Agriculture to bring forward recommendations as how to deal with this
situation. Please explain what you see the role of the agency is versus
the role of the legislature. Ms. Gould begins by saying that maybe this is
an area that we may see differently. We will have to walk together and
the legislature will need to figure out what you want from us. | see the
legislature as setting the policy, as well as the Governor’s office. Our
agency implements that policy. We certainly plan to help out in every
capacity that we can, but I've not gotten the direction from the Governor’s
office that he wants us to set policy.

Senator Kelly: Follow-up: the frustration to me is that we do this job three
months out of the year and the agency is out in the field working with the
other departments. We are not the experts. | agree that the Legislature
has an obligation to provide direction but at the same time it would be so
helpful to see more than just responses from the agency. Ms. Gould
responded Mr. Chairman and Senator, | see that as something that we
are going to have to walk through on an issue by issue basis. This
agency will not be out front establishing policy, but we will be there to
answer any questions and provide recommendations only if they are
asked for.
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Senator Kelly: One more thing, regarding public records and open
government. In recent years, this has become an issue with the
Department. What are your thoughts on that issue? Ms. Gould
responded by saying she is not an expert on open records and she is not
yet an expert as being Director of the Department of Agriculture. She has
heard the same things about the closing up of records. At this point in
time, everything that we are asked to give as opened records, we have
given as open records. | think | know the general area you are speaking
of, but when | pursue that information, | have found that access has been
given in each instance when asked, and legally, we were allowed to give
those records.

Senator Hill: Ms. Gould, would you take a few moments and describe
what you see as your leadership style? Ms. Gould responded, Thank you
Senator, that's probably evolved over the last three weeks. | have such
tremendous confidence in the people that work at the Department of
Agriculture, and, | feel that, if given the right opportunity, they’ll do the
right thing every time. With that, | guess my style is “The Buck Stops
Here!”. | take responsibility for what goes on in the Department. If there’s
a problem, it's my fault. And, | expect these folks to do just what | said,
they’re going to give you 110%. One thing | told everyone up front is that |
don't like bickering, so if we have a problem, we will sit down and discuss
it. | think that when you have good people, they need to be given some
space to do their job, and they will do their best.

Senator Schroeder: We have a problem with Cervidae ranching to the
extent that there are some folks that have threatened to circulate a
petition to prohibit elk ranching and/or shooter operations. There is also a
feeling that if the problems had been addressed a few years ago, we may
not be in this position today? Sometime, when we don’t enforce the law, it
creates bigger problems down the road. Would you care to comment?
Ms. Gould responded that the Department will certainly be there to
enforce the law. You have a better understanding of what went on with
that specific instance than | do. Again, we will be there to assist you in
any technical capacity that you ask of us and we will be there to enforce
at a moment’s notice.

Senator Stennett: You are intimately familiar with issues that go on in the
Magic Valley and the surrounding areas. One of the counties | represent
has recently installed another moratorium to try and grapple with the issue
of odors, flies and manure on the roads. On one hand, you are the
promoter of the industry and on the other hand, you are the regulator.
How do you balance that out? Ms. Gould stated that she doesn’t have all
the answers to those problems, but | don't see a problem with the county
putting a moratorium on a county by county basis and letting the people in
those counties decide what they do want as their quality of life.

Chairman Gannon returned to his seat and said that he would be letting
the members know when the nomination of Ms. Gould would come up for
a vote. The committee is adjourned.
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MINUTES

SENATE AGRICULTURAL AFFAIRS COMMITTEE

DATE: January 18, 2007

TIME: 8:00 AM

PLACE: Room 437

MEMBERS Chairman Gannon, Vice Chairman Heinrich, Senators Schroeder,
PRESENT: McGee, Corder, Hill, Siddoway, Stennett, and Kelly

MEMBERS (Please contact committee secretary with any questions regarding
ABSENT/ attachments given out by committee guests at 208-332-1330)
EXCUSED:

MINUTES: Chairman Gannon called the meeting to order at 8AM.

The first order of business today will be to consider the nomination of
Celia Gould to the position of Director of the Department of Agriculture.
Chairman Gannon opened discussion to the members of the committee.
Vice Chairman Heinrich made a motion to concur with the appointment of
Celia Gould as Director. There was a second on the motion by Senator
Kelly . There was no discussion. The Chairman then asked for a verbal
vote and all members voted aye.

Rich Garber, Director of Industry and Government, College of Agriculture
at the University of Idaho gave a presentation about the Idaho Center for
Livestock and Environmental Studies project proposal. Bob Naerebout
with the Idaho Dairymen’s Association and Brent Olmstead with Milk
Producers of Idaho will be available for any questions the committee
might have. Mr. Garber explained to the Committee that there may be
rumors about possible payment to him from the Dairy industry to promote
the project. He wants to let all members know that his salary is paid
100% by the university and not by the dairy industry.

There are a number of things driving the need for such a project. ldaho
has a nationally recognized animal industry and with the growth of that
industry, there are social and environmental challenges that go along with
growth. There is a lack of current data to address some of the regulatory
issues that go along with the industry. There is also a need for an
educated workforce to supply industry needs. The University’s College of
Agriculture does have a facility on campus but that facility is outdated and
is also in the City of Moscow. Also, Moscow has projected the expansion
of 8™ Street to run through the facility, which makes it no longer adequate
for their needs. Also, the demographics of the cattle are in southern
Idaho, not northern Idaho, and there are statistics on that shortly.

The dairy industry is predominately located in the Treasure Valley, Magic
Valley and some in eastern and northern Idaho. The milk production is a
growing industry in Idaho. Production over the last ten years has been a
115% increase. In 2004-05 there was a 11-12% increase. Industry
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experts tell me that we can expect another 25% growth in the next five
years. The number of cows in Idaho has increased in the last ten years
and that number is about 470,000. The interesting fact here is that along
with that increase comes a decline in the number of dairies to 685 dairies.
The number may be down but the size has increased significantly.

The industry cash receipts last year were almost $1.4 billion. It's the
largest single factor in the agricultural economy. Tax revenues were
about $67 million. The industry employs around 9,000 direct employees
and when you add in the retail industry, the total employment impact to
the state is about 22,000 jobs. In 2005, we added nearly 325 jobs when
the employment statistics for the state dropped nearly 7.6%. We also
have a significant beef, cattle and calf industry as well. The map gives a
concentration of where the animal industries are in the state. That directly
relates to our proposal for the center. The economic impact from the
cattle and calf industry cash receipts were about $1.1 billion last year. A
smaller segment but very important industry is sheep and lamb. This
industry is also growing and increases from 2004-05 were about 9%,
receipts were $23 million. The total animal industry contributions were
about $2.6 billion. This a very significant and growing industry and it does
create some research needs. Chairman Gannon joined us last year on a
trip to Washington, D.C. visiting federal agencies and we found that we do
not have any good data on large western style calf farms. The agencies
are setting regulatory policy based on data from the 1960s and before.
They really encouraged us to move forward with this project. In terms of
research needed that fall into the environmental arena, data needed in
air, water and land issues are vitally important, as well as an energy
component.

We will also add a teaching component to this proposal. There is a need
for trained, educated employees in the dairy industry, and particularly
technical training. And, as you well know, the conflict with our urban and
rural neighbors regarding odor issues and other things, so it's important to
understand the social end of this growing industry and its impact. That's
why we would like to create the Center for Livestock and Environmental
Studies, involving state agencies, federal industries and private interests.
To give you a glimpse of whom some of the partners are, the College of
Agriculture and Life Sciences (CALS) have been designated as the
project lead. This facility will be University of Idaho owned. We will
partner with the College of Southern Idaho particularly in educational
training. The Idaho Dairy Association and Milk Producers are certainly
lead partners with us. As a state agency, anything we do with this size
needs approval from the State Board of Education and we have received
their approval. We are here today to talk about the legislature because
you are a very important part of this partnership. We have also been
talking to the ldaho Cattle Association in Idaho Falls. They are very
excited about our proposal and definitely want to partner with us
particularly on an energy component. The Natural Resource
Conservation Service, ARS, EPA, Idaho State Department of Agriculture
and various allied industry groups have all shown a partnership interest in
this.

Basically, we would like to try to enhance the quality for the citizens of
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Idaho with this project. Our funding partners to date, and hopefully this
list will expand over time, are the College of Agriculture and Life Sciences,
The United Dairymen of Idaho, College of Southern Idaho, Agriculture
Research Service, among other agencies. Also, with the conversations
that we are having with the legislature we will encourage you to partner
with us on this.

Now, we get down to what a project like this costs. What you see here is
a high and low category. The high represents everything we would like to
have in this facility, which would be about $35 million. We realize we
don’t have those resources to start with, and we have determined what
we could live with to get this off the ground. That is about $25-26 million.
We do want to mention the working capital prudent reserve. The dairy
industry experiences fluctuations in markets, cost of feed, etc. There will
be periods of loss and we have tried to design into the cash projections
enough reserve to carry us through those low periods.

The funding we are looking at now is $10 million from the College of
Agricultural and Life Sciences. We are asking the legislature to match
that with another $10 million and the dairymen and industry has
committed up to $5 million. The land and the center will be owned by the
University of Idaho. We anticipate leasing it out to a nonprofit
organization to operate and manage. There will be a research and
teaching center that would be used by the University of Idaho and College
of Southern Idaho and other agencies as they have need. The center will
be managed by a board of directors and they will hire a COO to oversee
operations. There are two significant parts of this operation: 1) the dairy
operations and 2) research and teaching component.

There is a site committee that, over the last few months, has looked at
various potential sites, and has identified property that we feel would be
ideal for this operation. The site map shows significant lab space, office
space and classroom space for educational activities. The power point
slide series shows the different parts of the site and the overall design of
what we anticipate. The College of Southern Idaho will be partnering with
us mostly in technical training. They will operate a shop that will do the
maintenance and repair for the industry that will be a part of their teaching
program. We have put together a complete business plan for this project.
| am open to any questions you may have.

Senator Kelly: The University of Idaho builds it and owns it, then turns
around and leases it to a non profit organization who, in turn, pays fees
back to use the facility. I'm trying to understand the money trail. Why is it
set up that way? Mr. Garber answered by saying that there are a number
of reasons why we have been advised that this is the appropriate way to
design this project. One problem is that we have certain human resource
and regulatory obligations to meet that just don’t work with industry.
Dairies operate 24 hours a day and when we have to start complying with
requirements of an agency, it becomes costly, as much as $1 million a
year more. That's one reason why we have to spin this off to a non profit.
All the profits would go back into either improvements or research
projects.
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Chairman Gannon: This will be a self-supporting dairy. The point Rich is
making about the non profit end of it is that the University of Idaho
couldn’t run it efficiently. There are so many regulations that don't fit in
the non government sector. | think that is an important point to realize.
Senator Kelly, I know you come from the legal side of this, and | assure
you that our legal counsel has encouraged us to move in this direction.

Senator Kelly: Follow-up: Is there some other facility in Idaho that works
under this non profit under the University? Mr. Garber said that in some
ways this is a unique proposal and he couldn’t point to an exact facility
that is designed like this.

Senator Hill: Mr. Garber, you talked about having two components, the
research and education facility and then the dairy itself. I'm trying to
figure out if we are competing with the private sector here in any way.
And, if so, what benefits would go to that private sector. We are dumping
milk from fifteen hundred cows onto the market. We are competing for
the cost of feed and livestock and so on. Why do you need such a large
facility to make this work? Mr. Naerebout said that from the beginning we
were told this has to be a self-sustaining dairy. We can’t come back and
ask for more dollars. The next question is odor. The industry requests
that it is a large enough one so that the researchers are put in the same
position as those in the workplace, with all the environmental issues. As
far as the industry is concerned, we are not as concerned with the impact
issues as we are about the tools to address the socioeconomic impact
issues that are created.

Senator Hill: Follow-up: Mr. Olmstead, have you talked to your members
about this because | am getting responses and concerns expressed by
some of your members about the state competing in this private industry.
What feedback are you getting? We fully support this facility, and as Mr.
Naerebout said, the impact of fifteen hundred more cows on the market is
almost negligible. There will be contracts with area farmers for feed and
other things. It's part of doing the research in a real world situation. Our
organization wholly endorses this project and his organization represents
all the dairies throughout the state and has unanimous support for this
operation. We are being regulated on a federal scale and there is no
science to back up what they want. We need this information to help the
industry in regards to regulations and it will help local areas of
government in how to create an ordinance.

Senator Corder: | want to follow up with what Senator Hill said. It would
appear that there might be a criticism here from the small dairies about
the program. Any dairy that is less than the viable number of fifteen
hundred cows, might conclude that they won't survive. | don’t know if you
can respond to that. Mr. Naerebout explained that the make-up of the
board comprises eighteen members and the smallest dairy represented
has 40 cows. Half those board members milk less than 200 cows. They
look at this and say this is what we need. The board is unanimous that
this is the direction that is needed.

Senator Siddoway: | have talked to two of the larger producers in my
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district and they are also concerned about the competition that might be
created by this project. | understand that the facility will receive their
cows by donation from the industry, which creates the question that the
quality of the product that comes out after the research is done may be
inferior. If the sheep ranchers ran their operations like the University's
research station, they would have gone broke long ago. I'm wondering if
we might be creating a black hole to dump money in and possibly
squeezing other livestock research right out of the picture. Mr. Olmstead
responded by saying that from our perspective, we are also concerned
about the black hole and we have done a risk analysis along with a
business plan that spins out 27 different scenarios based on high,
medium and low milk prices, input costs, feed costs and production levels.
| think we know quite accurately what the risks are and we have built in
contingencies to handle this. We know that we cannot sustain this unless
it's viable on its own merit. This whole product is solely for research and
the last thing we want to do is damage research for agriculture. To make
this work, research has to have a “real world” operation and the
consultants we have been working with are very familiar with private
operations all around the country. Employment is another area of
research that is needed for workforce development, and the College of
Southern Idaho is very excited about their possibilities of being a part of
this operation. We will find employees just like any other operation in the
state. Some of the work will be done by students, but the majority of the
work will be done by employees of the operation.

Mr. Naerebout added that the industry has hired a consultant to start
doing a survey on a fundraising campaign outside the dairy producers to
draw dollars. We have invested somewhere between $150-250,000 to
help the project. It's nothing new for researchers to make sure and get
the project paid for, and one of the advantages of having ARS involved is
that they contribute the dollars for the research projects. They contribute
around $500,000 to $1 million per researcher per year, and that bill will be
coming to the table. There were around six dairymen that have spent an
estimate of $7 million of failed projects trying to eliminate odor. That's
why we, as an industry and, as a society, need this type of facility.

Senator Stennett: Follow-up: Regarding the donation of cows, who's
going to determine the viability and value of cows or will that fall in

Idaho’s education tax credit? Mr. Garber said he can’'t answer the tax
credit question, but in regards to the cow question; there will be a C.0.0.
and they would be responsible for the operation of the dairy. We have
considered bringing the cows in fazes of different ages, some young cows
and some older cows. They would probably be purchased off the market
and not buying out someone’s operation. The dairy industry’s contribution
to the facility is supplying the cows either in donation or in contribution.

Senator Stennett: Follow-up: And again, the question of the $500 tax
credit for education purposes would apply in this instance?

Chairman Gannon: | don't think anyone has even looked at that issue.
| would have one concern; did you see the headlines in the Times News
yesterday? We may have a zoning test case going on in the county that
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you are targeting. We are going to have to get through the planning and
zoning process and based upon the information in the paper yesterday,
there are people that do not want dairies in the state of Idaho. They are
going to do everything they can to keep this project from happening, and
planning and zoning is a good place to start. | would encourage you,
before much money is put into the purchase, that the purchase of the site
is contingent upon the siting approval of the research facility.

Senator Siddoway: Could you tell me how many acres you will need in
this equation and if the dairy industry is going to donate the cows, will
they be donating their very best cows or a cross-section of breeds across
the state?

Mr. Garber said it's my anticipation that we will have some kind of
screening process before we accept these cows. On land questions, we
are advised to have a minimum of 1000 acres to make this operational.
We would have to contract additional acres to take care of our waste
issues. In terms of the footprint of the center, we are figuring around 80
acres.

Senator Siddoway: Follow-up: $5 million for 1000 acres seems like a lot
of money. | thought most farm ground in the state of Idaho is around
$1800 to $3000 an acre. Mr. Garber said $5 million is an educated
guess. The state will not allow us to stray too far from appraised value
but we wanted to make sure to build in enough funds to purchase the
maximum amount of land possible to make this operational. | would like
to think that the $5 million is too much but | am aware that land values
have gone up and | would guess we are probably in the ball park.

Chairman Gannon: | have been a part of this project early on, and | can
say that, as the government moves, this is certainly fast track and |
commend you for your excellent work. Thank you, and now we will start
with the rules. Senator Heinrich will be the Chair for the rule hearing.

Vice Chairman Heinrich: Mr. Cooper, we will start with you.
Docket No. 02-0209-0501. Rules Requiring the Inspection of Potatoes
Intended for Sale or Offered for Sale in Retail Outlets

Mr. Cooper: This rule was put into place by the potato industry. In Idaho
there is a federal state marketing order for the grading of potatoes for
sale. This insures a high quality product for sale. This rule levels the field
for those potatoes that come in from out of state. There has been some
housekeeping needed in this rule and those required sections, such as
title and address, were added. Also, there was certification paperwork
that was needed from the grower by the inspector. In 2004 in Oregon,
there was some discussion at a meeting about the Potato Tuber Worm
found in Washington. We then talked to some of the University potato
officials and found out that it was worse than first believed. They then
decided to put out some traps to see if it had worked its way into Idaho.
At the same time, the industry was hearing about the same problem.
There was a positive moth caught in a trap in the Parma area and industry
became concerned about how the moth found its way to Idaho when it
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was shown to be in Oregon and Washington only. Director Takasugi
called his counterparts in Washington and Oregon to see what the
situation was.

To our dismay, their Department of Agriculture had no idea there was a
problem. We finally had to go to the Washington Potato Commission to
see what the problem was. It was that research department that was
doing all the trapping and surveying in the Columbia basin. Since this
rule was already in place, in addition to the marketing orders, we required
that when the inspections were done for the table stock, we also want
them to look for other pests. This grabbed their attention really quick and
we actually had a three-state meeting and extracted some assurances out
of Washington and Oregon to take this situation seriously. We also put
together some best-management processes for growers and handlers
and how to dispose of cull potatoes. After these talks were over, we
decided to back down to just the Potato Tuber Worm and the Potato Wart
as two readily discernible visual pests.

Senator Siddoway: Is the Bacterial Ring Rod the same as the Corky
Ring Spot? Mr. Cooper said that Corky Ring Spot may be a fungus. The
bacterial Ring Rod, if found in a field, will cause the field to stay out of
production for a year.

Vice Chair Heinrich: Mr. Cooper, was there input from the fresh packers
in the development of this? Mr. Cooper said that is correct, in fact, it was
at their insistence.

Senator McGee: Mr. Cooper, did anyone testify against this rule? Mr.
Cooper said, regarding Docket No. 02-0602-0601, not to my knowledge,
but we do have people in Washington that aren’t too happy with it.

Vice Chairman Heinrich: If there are no other questions, then let’s
proceed to the next docket.

Docket No. 02-0602-0601 Idaho Commercial Feed Law
Updating the 2006 version to the 2007 version.

Vice Chairman Heinrich: The committee had no questions.

Docket No. 02-0602-0602 Idaho Commercial Feed Law, Viable Noxious
Weed.

Mr. Cooper said the feed law makes the presence of a noxious weed,
which means it is feed adulterated. Last year there was a large number of
bird seed that was contaminated by almost every manufacturer we have.
We stopped sale of a large number of products. We started quite a stir in
the bird industry and they worked really hard to clean up their act.

Another change in the rules is on page 77 where we have incorporated
the American Association of Feed Control Officials’ pet standards into the
rule. We've been using the manual as a reference for this but the industry
is getting so competitive and there are so many products that we felt we
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needed to get it into the rules. They are quite extensive and we need to
make that manual more accessible to the public. The pet food industry is
very competitive and, if someone tries to make a change to get an edge
over someone else, we need detailed rules to control what their labels say
or don't say.

Senator Corder: Mr. Cooper, does the process for companies, that
choose to import seeds into Idaho, involve submitting seed samples?

Mr. Cooper said that the companies have to register the product under a
label and then, as part of the regulatory process, we go out and randomly
sample that product. We also send a portion of the sample over to our
seed lab to analyze for any weed issues.

Senator Corder: What percentage of the seed sold in Idaho is verified?
Mr. Cooper said he doesn’t have the figures available, but in the winter
they will take a random sample across the state and if they find that the lot
is infested, they will stop sale of the entire lot.

Senator Corder: Follow-up: Feeds that are put together in the state and
are sold to neighbors and friends, are those feeds subject to evaluation?
There may be no requirements but there may be noxious weeds in some
feeds being sold. Mr. Cooper said that they have stopped sales from
locally made scratch grains on numerous occasions. It depends upon the
product.

Senator Gannon: There is a whole section here on flavor labeling. I'm
wondering if the flavor labeling is accurate as to the flavor in the feed?
Ann Brueck, program specialist for the Department said that if there is a
claim for flavor, review of all ingredients on the label is hecessary and
confirmation is done of the appropriate ingredient for the flavor.

Docket No. 02-0606-0501 Rules Governing the Planting of Beans.

This is a temporary rule, as of 2006, allowing more sprinkler irrigation. To
allow for second generation planting of beans under a sprinkler followed
by testing requirements.

Vice Chair Heinrich: If there are no questions, we will proceed to the
docket on the next page.

Docket No. 02-0610-0601 Rules Governing Potato Cyst Nematode.

This is a new temporary rule, paralleling the federal order that establishes
the Potato Cyst Nematode regulated in areas near Shelley. It was the
imposition of this rule that would have listed Idaho as a quarantine state
and Shelley as a regulated area. By having this parallel rule in place,

it determines who the inspectors are, what the regulated articles are and
how they can move. To move potatoes from infested fields, they had to
be permitted and determined to what facility they will be going. Also,
equipment used on infested ground has to be cleaned of any soil before
leaving the area.
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Vice Chair Heinrich: If there are no questions we will go to the next
docket.

Docket No. 02-0612-0601 Idaho Commercial Fertilizer Laws.

This is an incorporation by reference update adopting the 2007 version.
The only change is 2006 to 2007.

Vice Chair Heinrich: Next docket on the next page.

Docket No. 02-0641-0601 Rules Pertaining to the Idaho Soil and Plant
Amendment Act of 2001

This is just an update to 2007, and the only change is striking six and
adding seven.

Vice Chair Heinrich: Thank you Mr. Cooper. Next docket please.

Docket No. 02-0104-0601 Rules Governing the Idaho Preferred
Promotion Program.

Ms. Clark: The Idaho Preferred Promotion Program is managed by the
state Department of Agriculture to identify and promote the quality,
diversity and availability of Idaho food and agricultural products. There
are two changes; 1) the TM next to Preferred will now be an R with a
circle; 2) prior approval to use the logo on any kind of packaging or
promotional materials.

Vice Chair Heinrich: Ms. Clark, there are no questions. Mr. Schaffer.
Docket No. 02-0214-0601 Rules for Weights and Measures.

Mr. Schafer: This is to adopt the 2006 edition, the National Institute of
Standards and Technology Handbook 44, specifications, tolerances and
other technical requirements for weighing and measuring devices.

Vice Chairman Heinrich: Thank you Mr. Schafer.
Docket No. 02-0622-0601 Noxious Weed Rules

Mr. Voile: The major areas of change are in Early Detection Rapid
Response list and a definition has been added; also Implements of
Husbandry. Also, please take note of the old Idaho noxious weed list.
You will now see the new proposal of 58 noxious weeds on three
separate lists. The control list is made up primarily of 36 species with a
few new additions and these species are already being controlled but
were not on the noxious weed list. Controlled, meaning controlling those
species to a localized area and in some site specific cases, eradicate
them from the state. The containment list comprises weeds that are
known to occur throughout the state, quite severe in some cases but not
so severe in other areas. This rule gives the local control authority the
ability to be superintendents to raise the priority level of the weeds on
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these lists so they can be addressed.

In regards to page 106, section a, to the articles capable of disseminating
noxious weeds, we have changed farm machinery to implements of
husbandry, and in e, we have added nursery stock including plant
material propagated for the support of aquarium, pet or horticultural
activities, and that is to address the very aggressive aquatic plants that
are being offered for sale in Idaho and across the nation. On j, we have
added mulch to soil, sand and gravel, and k is a new one, the water
section of the noxious weed law, boats, personal water craft, water craft
trailers and items of a similar nature. On page 106, we have updated the
penalties for violations to reflect the law changes that were made last
year.

Senator Schroeder: You have Parrot Feather Milfoil listed on the
Noxious Weeds list and the effect of adopting these rules will end up
being sold, right? Mr. Voile answered yes.

Vice Chair Heinrich: The changing of three different sections here has
no effect whatsoever on what counties can adopt through their process as
to their list of weeds? Mr. Voile said yes, the list as it reflects the counties
primarily has to do with the ability for me to provide cost share funding to
them and the legality of expending those funds on non listed species of
noxious weeds. The counties can have whatever they want on their lists
but they wouldn't be able to expend general fund dollars on them.

Vice Chair Heinrich: Thank you Mr. Voile, Mr. Safford.

Docket No. 02-0631-0601 Idaho Department of Agriculture Noxious Week
Free Forage and Straw Certification Rules.

Mr. Safford: For those unfamiliar, this program is commonly known as the
weed-free hay program. The Idaho Department of Agriculture operates
this program because the forest service has a requirement called a “hay
closure” on their land that if you possess straw or hay, it has to be
certified as noxious weed free. The purpose of this program is to prevent
the spread of noxious weeds on their property. This program is voluntary.
Producers patrticipate because they can gain a higher price for certified
weed free hay than non certified weed free hay. The Idaho Department of
Agriculture is a member of a voluntary national organization called the
North American Wheat Management Association (NAWMA). They have a
standardized forage certification program. Incorporating the NAWMA
standards into the weed-free hay rule is a major part of this pending fee
rule. The pending fee rules are a result of input from producers, county
weed superintendents, the forest service and ISDA staff. The changes are
as follows: The rules were amended in 2000. These rules need to be
updated to reflect changes since 2000. Between pages five and seven,
five definitions were added or amended. On page 6, we had a
housekeeping item, and added three definitions to incorporate the
NAWMA standards with the Idaho rule. On pages seven and nine, an
abbreviation was added to define the NAWMA standards by including the
certification training for field inspection procedures.
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Senator Stennett: Mr. Safford, page 6, item twenty, using the blue and
orange colored twine; what's the penalty for using it if you're not certified?
Mr. Safford answered by saying that there is a penalty for using the twine
if not certified. On page 12, Section 100.14, Enforcement and
Cancellation; Evidence that forage, straw, straw cubes/pellets, or
compressed forage bales are not from a certified field or that any lot has
not been protected from contamination shall be cause for cancellation of
certification.  Also, Section 100.13 of page 12; Cancellation for Failure to
Comply; Any person who provides false information on an application for
inspection or who fails to comply with the post certification and distribution
requirements may, upon order of the director, be suspended for a period
of up to two (2) years from participating in the forage and straw
certification program.

Senator Stennett: Follow-up: Is the colored twine that inspectors look for
available broadly or is it only available through the department? There is
no penalty, it seems, for someone who is not certified who just wants to
take advantage of the increased value of the product. Mr. Safford stated
that the blue/orange twine is only distributed to agencies who participate.

Continuing on, page 10, we have deleted portions that are not
scientifically sound and not approved by NAWMA. Post harvest bale
inspections and also post harvest cube inspections and because we
deleted, on page 5, the definition of the bale certification inspection. On
page 11 and 12, we upgraded distribution requirements. We now require
tagging certified products by leading producers prior to leaving the stack
yard or facility, page twelve; the inspection fees are slightly decreased for
larger fields to be inspected. Page 14 and 15, we defined the criteria for
the four types of certification marking.

Senator Corder: | was curious about the forage cubes/pellets and those
things. | notice that they may come from out of state and | see that there
is a procedure to make application, but how do we verify the products and
weed-free status? Mr. Safford answered that the hay closure has been
written for region one that pellets are exempt. The whole idea of NAWMA
is that we all follow the same standards. Montana and Wyoming are
members and if the hay cubes come from either of those states, the forest
service will be able to recognize their certification with the sticker process.

Vice Chair Heinrich: Thank you, Ms. Misner is next.

Docket No. 02-0633-0601; Pending Fee Rule for Organic Food Products
Rule.

Ms. Misner: Organic foods are grown using management practices to
build soil health and to limit disease and test problems. The changes
include updating the incorporation by reference to reflect the changes to
seven CFR, part 205, the National Organic Program, which was updated
January of 2006. See page 17 for the complete summary. On page 20,
we have added definitions to clarify Agent, Certification and Educational
Activity. Page 22 we have a change in Requirements, Deadlines and
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Fees. In reviewing the rules, the difference in registration and certification
was unclear and cumbersome. We separated the registration
requirements from the certification requirements. See 300.01a, b, ¢ and
d. On page 25, we have increased inspection fees to better reflect the
cost to the department for inspections. This fee has not been increased
since 1993. On page 26, we put a cap on the graduated gross sales fee
table of $5,000. In order to maintain the integrity of the organic program,
the advisory council recommends that the registration and certification
fees be increased to make the organic program self-sustainable and
affordable from the smallest to the largest organic producer and handler.

Vice Chair Heinrich: Thank you, Mr. Voile.

Senator Corder: Representative Bolz and | were talking about a question
in the Noxious Weed rule. Were you able to speak with him about that
guestion? Mr. Voile said yes, Representative Bolz’s concern was in the
old Noxious Weed Rule and Law, under Articles of Dissemination, the
definition of farm machinery that farm to market semi trucks could be
considered Articles of Dissemination under Farm Implements. If you go to
the definition of Implements of Husbandry, you will notice that those
implements that are for highway use excludes the movement of an
agricultural product.

Vice Chair Heinrich:l will hold all these rules until we complete the total
rules. We will then take action on all of them. Vice Chairman Heinrich
then returned the meeting to Chairman Gannon.

Chairman Gannon: Are there any other questions or issues? If not, the
meeting is adjourned at 10:35 AM.
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Senator Tom Gannon Connie E Bosserman, Secretary
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MINUTES

SENATE AGRICULTURAL AFFAIRS COMMITTEE

DATE: January 23, 2007

TIME: 8:00 a.m.

PLACE: Room 437

MEMBERS Chairman Gannon, Vice Chairman Heinrich, Senators Schroeder,
PRESENT: McGee, Corder, Hill, Siddoway, Stennett and Kelly

(Please contact committee secretary with any questions regarding
attachments given out by committee guests at 208-332-1330)

MINUTES: Chairman Gannon called the meeting to order at 8:00 A.M. Rick Waitley,
Executive Director of the Food Producers of Idaho, had a group of
students visiting the committee hearing from the University of Idaho Public
Policy tour. Chairman Gannon welcomed the students.

Chairman Gannon introduced Dr. Phil Mamer of the Department of Fish
and Game to speak about the elk in Idaho. Dr. Mamer began by giving an
update on the hunter sample Brucellosis survey used to check the elk for
the disease. Dr. Mamer used the power point presentation to show the
committee where the disease was last found. After the herd was found
infected, Dr. Mamer and Mr. Unsworth decided to restart the task force.
They then called the Cattlemen’s Association, Farm Bureau and Idaho
Department of Agriculture and started working through the 1998 task
force report to see if they had met those recommendations and goals.
One goal was to maintain the Brucellosis-free status, which they lost.
They also looked at the disease prevention strategies, stopped the winter
elk feeding and adhered to the winter feeding policy for big game. The
task force also decided to seek funding for inter-agency involvement to
solve the Brucellosis problem. The 2006 workgroup then submitted an
annual report to the Governor regarding what the state was doing as far
as wildlife Brucellosis. They then developed their own set of goals to
update and develop site-specific management plans to help regain the
Brucellosis-free status.

Chairman Gannon: Do you consider a problem elk an elk that has
adapted a pattern or is suspected of a disease? Dr. Mamer said that elk
or cattle that come to a feed ground increases the prevalence of disease
on that feed ground, which is then considered a problem elk.

The plan was sent to then Governor Risch and signed off by the Directors
of Fish and Game, Agriculture and the Director of Farm Bureau. The elk
hunter Brucellosis kits were sent out to the hunters and samples were
sent back. From those samples, a Brucellosis positive list has been
created. There was a large number of kits sent out in 2006 but those
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results have not been finalized yet. At this point, as far as we know, the
disease had not moved out of eastern Idaho.

Senator Schroeder: In the areas where kill permits are being issued,
would you discuss the availability of winter range and how large a
depopulation of the elk herd might occur in that area.? Dr. Mamer stated
that kill permits are not a form of depopulation. They are only issued to
farmers that have problems with elk coming onto their feedlots or mixing
with their cattle. We want the elk to continue with their migratory routes.

Senator Schroeder: Follow-up: Can we assume that housing tracts may
impact the migratory process negatively long term because the winter
range is being used for development? Dr. Mamer commented that
changes are happening in some parts of eastern Idaho. There are other
programs to provide winter range for elk but it's certainly a choice society
is going to have to make in that part of the state.

Senator Siddoway: Could you tell us how much testing has been done,
how much Brucellosis was in the Yellowstone herd and how many elk
were sent to slaughter? Dr. Mamer said he could not give an exact
number but 100+ elk have come to Idaho for slaughter. He’s not sure of
the exact number that were culture positive but they are trapping on the
feed ground in Wyoming as we speak.

Senator Siddoway: Can you tell us how many animals were sent to
slaughter since your work started and was every animal that was tested
positive sent to slaughter in the state of Idaho? Since 1998, we have been
trapping and all females that tested positive on the field tests have been
sent to slaughter. Some don’t test positive at the shoot, but more than
half have tested culture positive. Bulls are released even if they test
positive at the site. As far as they know, there is no way for the bulls to
transmit the disease.

Vice Chairman Heinrich: There have been several recommendations
made to improve performance and some have been implemented. Will
you be making further recommendations to improve the program
performance? Dr. Mamer stated that the plan is not black and white, but
one of the recommendations is to reevaluate the plan each year, so we
can't say that we will continue with the same plan for ten years. It will be
reevaluated after the winter and after the trapping and testing programs
are completed.

Senator Corder: Would you give us your perspective of your relationship
with both Department of Fish and Game and Department of Agriculture?
And, would you give us your perspective with regards to game farms; are
we going the right direction? Dr. Mamer said that the Brucellosis task
force had helped and the way the Departments of Fish and Game and
Agriculture work together in eastern Idaho is very good. Brucellosis is a
big problem in that area and that has forced us to work together to solve
these issues.

Senator Siddoway: Dr. Mamer, are you getting any feedback from the
local ranchers of the Rain Creek or Kona Creek area as to how to keep
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their feedlots secure from wild elk? Dr. Mamer: Our goal is to maintain
separation of elk and cattle in the wintertime but it is a program that we
have worked out on a case-by-case basis. It is a process of a range
depending upon each rancher and their operation.

Senator Schroeder: Is the infective herd a danger to elk in other regions
of the state or are there natural barriers that will prevent the disease from
the Yellowstone area showing up in Clearwater? Dr. Mamer said that if
people don't feed elk, disease will not be an issue. It is mostly
concentrated on the feed grounds where wild elk congregate.

Chairman Gannon: What percentage of the herds in eastern ldaho would
you say are infected? Dr. Mamer said that it depends upon how close
they are to the feed ground. Generally, the percentage would be around
3% until they get to the feed ground.

Chairman Gannon: There was a rumor going around years ago that the
Department of Fish and Game was not sufficiently feeding the elk and
there were others trying to feed them. Was that in Boise County or
eastern Idaho? Dr. Mamer said it was in Boise County.

Chairman Gannon: And that herd is Brucellosis free, right? Dr. Mamer
said it is free of Brucellosis as far as they know. Thank you Dr. Mamer
and now the gavel is given to Vice Chairman Heinrich.

Chairman Gannon: Thank you for coming, Dr. Mamer. And now
Vice Chair Heinrich will discuss the Rules:

Vice Chair Heinrich: Mr. Hayhurst, you are next.

Docket No. 11-0201-0502 Rules Governing the Idaho State Brands
Board

This rule change raises the brand inspection fee from $.84 to $.94 and
pasture cattle fee from $.42 to $.47. The Idaho Brand Board fee increase
in 2005 was insufficient to meet Brand Board costs. The pending rule is
being adopted as proposed in the following fee summary as of December
7, 2005. The following is a description of the fee or charge imposed or
increased. This fee or charge is being imposed pursuant to Section 25-
1160(a) Idaho Code. Increase cattle brand inspection fee $.10 and cattle
pasture fee $.05. Pursuant to Section 67-5224(5)©, Idaho Code, this
pending rule will not become final and effective until it has been approved,
amended, or modified by concurrent resolution of the legislature because
of the fee being imposed or increased through this rule-making.

Senator Hill: The department is run very well. Has the Board ever looked
at other ways of imposing fees, like miles traveled or one fee for the first
ten animals and then a lower fee after that? Mr. Hayhurst said that they
have looked at various options but the industry wants to be fair. The
producers work hard for their money and they pay all their own fees.

The board doesn’t want to charge for everything and they want to be there
when n